
NECA
2120 L. St., NW, Suite 650 • Washington, DC 20037

Gina Harrison
Government Relations
Senior Counsel, Director

January 18,2002

Ms. Magalie Roman Salas, Secretary
Federal Communications Commission
The Portals
445 Twelfth Street, S.W.
Washington, D.C. 20554

Voice: 202-263-1650
Mobile: 202-487-6322

Fax: 202-776-0078
Email: gharris@neca.

Re: Ex Parte Notice: Universal Service, CC Docket o.
96-45; MAG Plan, CC Docket No. 00-256; Local Number
Portability, CC Docket No. 95-116

Dear Ms. Salas:

Yesterday, Brian O'Hara ofNTCA, Jeff Smith ofOPASTCO, Ed Kania ofUSTA and
Rick Askoff and I ofNECA met with Sam Feder, Senior Legal Advisor to Commissioner
Martin and Linda Nagel, Intern to Commissioner Martin, to discuss the matters reflected
in the attached material, as well as the status of LNP cost recovery for non-LNP capable
LECs. This notice is being filed in accordance with FCC rules. Kindly make it part of the
record in these proceedings, and direct any questions to me.

Sincerely,

Gi
A~'''''"O'V\

Cc: Sam Feder
Linda Nagel



MAG ORDER

PETITION FOR RECONSIDERATION
AND/OR CLARIFICATION

~ NECA 12/14/01 Ex Parte identified anomalies that may prevent successful implementation of
the ICLS mechanism.

o Data reporting requirements set forth in the rules may not provide the Administrator with
sufficient information to calculate ICLS amounts.

o Data reporting deadlines specified in the revised rules do not provide rate-of-retum
carriers with enough time to calculate the required information.

~ Commission can resolve these issues by making minor modifications to sections 54.903(a)(3)
and 54.903(a)(4) of its rules. Draft rule language attached to NECA Ex Parte.

~ NECA Ex Parte incorporated in Petition for Reconsideration filed 12/31/01

~ The Commission must act promptly to resolve these issues. If the current rules are left in place,
it is not clear whether the ICLS mechanism can be implemented in the coming months.

CC Docket No. 00-256
National Exchange Carrier Association, Inc.

January 17,2002





.4: P~riodsii1,th~EvolLition Of'Ulliv~rsal

Service
- Pr~719;~4 ("P~e7Dii\t~§tltqreP~~ri()d")

- 1984 to· T9S'9(";J?osfED'lvestiture Period")

- .1989 to 1991

- CurrefftPeriod



• Bniversal Service Goals~Accomplishedvia
Con1fJlex "Sel1arati()ns',ciFro'cess.

• Non--traffic· sensitive costs oflocalnetwork allocated based on
traffic=sensitivesubserib~r plartt·.factbt (".5PF").

• In high-c()st..areas, SPF=based·allocationshelped keep local
service. rates .affordable.

IIInterstate~al16~ate(lcosts.cqveredpy AT&ry'Yia "Division of

Rev~~~~s".~and~:l~~~tl~~e;ts" P¥;e~~~0~~'
• 1970's-... ()ther. IXCs begiJ;ltocontributev-ia"ENFIA"

charges.



II l)ivision of Revenues Process Replace<i.with "Access
Charge"cSystern i~tl;L9;84-,

,UniyersalSeri'li<&e costs recovelied through manqatory· NECA· Carrier
ComnloI1Line (GCL) <ch(irge.

• CCL charge~paid.byaIIIXGs.

• Concerns aboutIt19reasingJevel of SPFalTocations,c poor
targ~tlhgled F~~tb··t~viseS~p[tati01is ril1'€S.:

.. SPF "frozen")al1981 level.

• .c·.Begi~ing"~c;1(J8i~"i~te(st'l;~"$~T$'~1l0cati()!1~~~~l1sf!i()lIedIrQtn
frozen.SPF tQflat.twenty-fivep~rcent(gross allQcator) over8-Y~(lr

peri()d.

_New •.•"HighCestFun.d"created.



• High Cost Fund
iI''Offset reQJ1ctjciils·it1"N""J)Sallbcation$ caused'by SPF

transition.
• Spebificallytq.rgeteg"~o ...higl1"bcist·••QQmpanie:s.

- 115% and 150%NACFLthresholds.

iI,,~'E'Xr5en§e.q.uju.stn;1enf"E):Uocatesh~gl+erpen:;entageof
loop cqsts t9 interstate.

• 8y~fl;f"p:I}i:lse0"in.IDirrQ,~ed'pha$~~ciut. ofSJ?F.
• HCF., revenue requirem,ents iJ1cll1ueqjnNECA;
CarrierCoJilJn~n'Lin~.aGcegs charg~,t1ai',d by IXCs.



• Ad"ditional=Univefsal"·Service Programs
."Life1ine.ltssistance"nU~s aaoptedin1985.

-q~reven~e reqllir~melltsincluq¢din CC~charg.e.

• "weigfit~gDEM"ml~§adopte(hin1987.
=- .. Additionalinterstateas§lgpmentsineluded in·.loeal

switchihgf!ceesseharg~s..



• New "NTS Recovery'~rules.
• LECspermitted to file individual carrier common line rates.

• LongT~rmSl1pportmechaiIism instittlted fotNE.C;\.·.common
LinePoolrnemhers.

• High Cost and Lifeline ASsistance Universal Service amounts
remove.dfrom(~C~~ ··Cl].arge.s.

·...:tJniver~~~$~~!ce.~osts~ee~~~fe~~ia ~OH,~~Lyta5iffcharges
assessed on<largestl~·~·s based onpresubscribed("l+'.') lines.



• Eine~BasedWssessmeIltMechanismPresents

WdmrnrStratlVe€?naUengeB
- 1989. legal challenge.
- Disputesoji~1Taccuracy~fhist()rical.I'SL C0unts,··lag

times, etc.
1I··.Complex····a£ljp.stment·fuechariisllls required

• Multi7(3(lrrietu.se ...bf(JarrierJdentifica.tion Codes ("CICs")
createdia.dditiorial.···billirig.displftes.

• Low volume/line carriers claimed·thatperlil1e system·was
inequitable.



• 1996;Act I.eacts to chang~8inlJSF'Sy~tem.
• Creates newiSehools& Libraries and Rural Health ·Care

programs.

• ···Reqllires .that universal·····servicefulldsbe "explicit".

• Establishes" all .. carrier"cof1triblltion obligation.

- Univ~rsal $e~!Cy;;PrQeeed~u~

II FCC consolidates various Universal Service l11echanisms

revenues.

;c.. Simil(1rtQiTRSm~chal1ism,inplace sirlce 1993.



• Current Sysf:emaSuce'ess Story:
~ flyer· 2,5()O·t;ilrrler8l).a.~~onfriolltetoUSE

me~natflisms"¥iare'Ve]J:ue;:JJ~$'~n~nafcges.

-Costs of;guppOrtinglnte.rstateUSF·me~nanisms

now·snar~d.;e€n.litably~motttlgIDJj)stinterstate
.

carrIers...



·NQte:,L;EC ....·sharee*p~cted·····tO· increa,5@••.·.·further due· ··to
SLC·····increases·.·ftomCALES·.···and MAG Orders.

Carrier Group\Y'ear I Pre~1998 I 1998 I 1999

ILECs I 0% 15.16% 15.51%

CLECs 0% 1.81% 1.91%

Payphone 0% 0.10%
--

Wireless I 0% 5.14%

I
6.56%

1

1.71%

IXCs I 100% I 17.49% 76.00% 74.02%



• .LECICMRS-~nlypayment system plainly
unlawful.
- Actre,<i~lreS','IeJ~BtY telecb~ullicationg

carrier th~tprovidesjllterstate
telecommuiiicationssetvices."to contribute on
an. "e<iuitab~1~,'aiidnQll~!§~cril11inat~&.l1asis."

- Flq!:-f~~0filethQtfQl~;gy1.tllfCXi~1~'shift§;·lillntfens to
low--v61uiie users.

- (Jives ·sOIl1e.lnterstatecarriersa "free ride."



• Altetnativesystems:rfaughtwith
aclm!nistrafi¥~pronl.ems:.

- Lil1e-b~se~lsy:~~e~s1?~aglled:]§y:carrier

identificatiOu·and.data,cqeI1ectienpreblems.

wouldcauseieffidiel1tc'~rriersto·· sUosidize
inefficienfcatriers.



• All'Garriersmust Gontfrbute on anequitabIe basis.

• Uine'::baseumepnanismsj@pose signifiGant
adrriinistrativeburdensand areullfair to low­
volume users .

• ··Revellue-basedasseSSll1entmechanism should be
leftirI'pl&<;~~
- ". ··Cof1tiliu€.;it~:iAg·15in€etre~enu€srathet~thanconected

revenues.


